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The political separation of North and South during the Civil War 
curtailed but never entirely disrupted intersectional commerce. In 
fact, after the initial dislocation such commerce increased as the war 
progressed, The complete severance of trade relations in 1861 would 
have meant ruin for many northern businessmen. Furthermore, a 
hungry market for northern products existed in the blockade- 
strangled Confederacy, while southern cotton, drastically inflated in 
price, attracted swarms of speculators. To the Treasury Department, 
cotton was a means of protecting the United States’ dwindling gold 
reserves, since it had a ready market abroad. And the larger the sup- 
ply of cotton on the world market, the less likelihood there was of 
intervention by Britain or France. Finally, and probably most im- 
portant of all, politically influential persons put pressure on the ad- 
ministration for permission to engage in the lucrative southern trade. 
These favors, like high military positions, became an important form 
of patronage. In the light of these circumstances it is not surprising to 
find that Lincoln moved steadily closer to a policy of unrestrained 
trade with the Confederacy.’ 

Throughout the war Congress was more cautious than the execu- 
tive branch about trading with the South. On July 13, 1861, it pro- 
hibited all such traffic except that licensed by the President and regu- 
lated by the Treasury Department. But for more than two years 
administrative authority and procedure remained confused. Secre- 
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tary of the Treasury Salmon P. Chase, while asserting that he did 
all he could to prevent commerce with the rebels, admitted that “the 
regulation of the trade was assumed almost exclusively by the mili- 
tary authorities.” Whoever was responsible, trade flourished, espe- 
cially after the capture of commercial cities like Memphis and New 
Orleans. In September, 1863, Chase, pursuant to new legislation 
and a presidential proclamation, introduced a more coherent if not 
more satisfactory system by creating special agencies at strategic 
points to regulate trade with those parts of the Confederacy oc- 
cupied by Union troops. Trade stores, soon to be centers of illicit 
dealings, were established in such areas to supply the needs of indi- 
vidual families and plantations. All trade beyond Union military 
lines was forbidden, but the military frontier continued to be ex- 
ceedingly porous to this kind of traffic. Clandestine trade may even 
have been stimulated by the new rules, since northern goods could 
now be introduced more easily into conquered districts. Once there, 
it was often an easy matter to get them through the lines by using 
bribery, bogus permits, or perhaps just a little fast talk.’ 

Early in 1864 new regulations were issued permitting cotton to 
be brought from within Confederate-held territory and turned over 
to Treasury agents for sale. The owner of the cotton, after taking 
an oath of allegiance, was to receive one fourth of the net proceeds 
immediately and the rest after the war.’ It was hoped that this pro- 
gram would secure more cotton and encourage Unionism, but the re- 
sults were apparently not very satisfactory, for early in the summer, 
Lincoln devised a new plan. In a conversation with the President, 
Edward Atkinson, a well-known promoter of New England textile 
mill interests, maintained that because of high prices the South was 
getting as much for the limited amount of cotton it was able to run 
through the blockade as it had received for a full crop in normal 
times. Thus the Confederacy could use its land and labor to sup- 
port the war and at the same time have ample funds for the pur- 
chase of supplies from Europe. If the North bought this cotton, the 
southern war effort would be crippled, the domestic textile industry 
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relieved, and the outward flow of gold diminished. This was a line 
of argument to which Lincoln was receptive; he decided that the 
government should take over the cotton trade, “buy all that [is] 
offered; take it to New York, sell for gold, & buy up its own 
greenbacks.”” 

In the meantime Congress had been investigating contraband 
trade and had reached some painful conclusions, “Under the per- 
mission to trade,” said one member, “supplies have not only gone in, 
but bullets and powder.’ To stop this, Congress, on July 2, 1864 
—at about the same time that Lincoln was considering a new plan— 
revoked the President’s authority to license commerce with the re- 
bellious states and empowered him instead to purchase southern 
products for the government through agencies of the Treasury De- 
partment. Although Congress may have acted independently, the 
legislation obviously conformed to Lincoln’s plan. It was the ostensi- 
ble intent of the law to take the cotton trade away from private 
merchants, establish a government monopoly, prevent contraband 
trade, and increase national revenue.° 

The new policy was not formulated until September 24, when 
regulations were issued announcing that the Secretary of the Treas- 
ury would appoint agents to buy products of the insurrectionary 
states. Anyone could sell cotton to an agent and receive three 
fourths of the current New York price. On the same day, Lincoln 
promulgated an executive order allowing the seller of the cotton to 
buy merchandise up to one third of the price received and take it 
back to the place from which the cotton had come.” If that point lay 
within Confederate lines, there was nothing in the executive order 
to prevent the merchandise from being taken there. 

Thus by an ingenious division of responsibility, Lincoln made use 
of a law intended to stop private trading with enemy territory to 
throw open such trade to an unprecedented extent. Treasury regu- 
lations then in effect absolutely prohibited commercial intercourse 
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across Union lines and forbade the issuance of Treasury permits “for 
the transportation of any property to any place under the control of 
insurgents against the United States.” But Treasury agents could 
not prevent products from being brought ito Union lines from 
Confederate territory. All they could do was to refuse to issue per- 
mits to take goods out of those lines. The export of property to the 
Confederacy was taken care of by the executive order. The Treas- 
ury regulations of September 24 were technically in accord with the 
July 2 law; they violated only the spirit. The executive order vio- 
lated both the letter and the spirit.* 

Once put into operation, the administration’s new policy made 
the job of the speculator easier than ever before and enabled him 
to pyramid his profits in mouth-watering fashion. Take, for ex- 
ample, this hypothetical but entirely feasible transaction: A specu- 
lator buys a bale of cotton in the South for $100 or the equivalent. 
The cotton is then brought within Union lines and sold to a Treas- 
ury agent for three fourths of the New York price. After deducting 
taxes, fees, and transportation costs, the speculator receives about 
$325. He can then carry back to the South “merchandise, and other 
articles not contraband of war” up to one third of $325, or $108.33. 
This sum is then invested in bacon at 22 cents a pound: 492.4 
pounds. The bacon is taken to the Confederacy (where the cotton 
had come from) and sold for $6.00 a pound (Confederate cur- 
rency). With this money the merchant buys 1,969.6 pounds of 
cotton at $1.50 a pound (Confederate). The cotton is brought 
through Union lines, sold to a Treasury agent, and, at three fourths 
of the New York price, brings $1,846.50, in Federal currency, of 
course.” Even after allowing for all expenses, including any neces- 
sary bribes, it is obvious that trading with the enemy was a very 
lucrative business. 

The new regulations and the executive order did not go into 
effect immediately. According to Hanson A. Risley, a high-ranking 
Treasury agent, Lincoln was waiting for the War and Navy De- 
partments to issue orders on the subject. By December 1 both had 
done so. In the interim Lincoln signed about forty special orders 
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authorizing cotton sales to the government under the new dispensa- 
tion, in effect giving life to the new rules for the benefit of a few 
favored individuals. This was nothing new for Lincoln, who had 
begun dispensing such special privileges as early as December, 1863. 
Furthermore, he continued to do so as late as March, 1865, long 
after the army and navy had dealt with the matter in general or- 
ders. As Risley admitted, documents bearing Lincoln’s signature 
were valued by traders far beyond ordinary Treasury Department 
contracts and permits, and on occasion they were sold or even sub- 
let. Their exceptional value sprang from the reluctance of govern- 
ment officials to interfere with the business of someone bearing an 
order signed by the President himself.” 

Soon after the new regulations were put into operation, Lincoln 
wrote a revealing letter in defense of his commercial policies. It 
was addressed to Major General Edward R. S. Canby at New 
Orleans, an implacable enemy of cotton speculators. The price 
of cotton had been driven so high by the blockade, he wrote, that 
even though the Confederates were able to export only one sixth of 
a crop, they sold it for the price of an entire crop in peacetime. The 
South could thus divert land and labor to food production and still 
purchase munitions overseas. Since the blockade could not be aban- 
doned, the only thing to do was to get the cotton. “Better give him 
guns for it, than let him, as now, get both guns and ammunition for 
it.” Furthermore the country’s finances were deeply involved. “The 
way cotton goes now carries so much gold out of the country as to 
leave us paper currency only, and that so far depreciated, as that for 
every hard dollar’s worth of supplies we obtain, we contract to pay 
two and a half hard dollars hereafter . . . and while I believe we 
can live through it at all events, it demands an earnest effort on the 
part of all to correct it.” 

The first part of Lincoln’s explanation consisted of the sophistries 
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recited to him the previous summer by Edward Atkinson, sophistries 
that speculators and apologists for northern textile interests were 
fond of repeating. It had no foundation in fact. The attempts of 
the dying Confederacy to buy desperately needed supplies from 
northern merchants adequately disposes of the argument that the 
Federal blockade was a boon to the southern war effort. Did Lincoln 
really believe his own explanation? At the time he wrote (December 
14) Savannah, Charleston, and Wilmington were the only ports 
east of the Mississippi still accessible to blockade runners. Savannah 
fell on December 22, and Wilmington was closed by the capture of 
Fort Fisher on January 15. Charleston fell on February 18. Yet 
even after the Confederacy was sealed off from Europe, when the 
only remaining outside source of supplies was the North, the Presi- 
dent’s policy remained unchanged. As for governmental finances, the 
purchase of cotton was desirable, though not necessary. As Lincoln 
said, “we can live through it at all events.” It was not necessary to 
feed Lee’s army to keep the United States solvent. Yet the trade 
continued unhampered until March 8, 1865, when Grant pro- 
tested against the sale of food to the Confederates under cover of 
Treasury permits. Lincoln then authorized Grant to “suspend all 
operations on the Treasury-trade-permits, in all places South East- 
ward of the Alleghenies.”” 

Early in 1865 a congressional investigation of contraband trade 
revealed the administration’s novel execution of the law of July 
2 and resulted in a report recommending repeal of the relevant part 
(Section 8). Among those who opposed repeal were both senators 
from Massachusetts, center of the cotton textile industry, the Secre- 
tary of the Treasury, and Edward Atkinson, who appeared on the 
floor of Congress to lobby on behalf of New England mill interests. 
Atkinson forestalled repeal of the section by substituting an amend- 
ment that would not have stopped contraband trade, but would 
probably have secured more cotton. However, it would also have 
hurt the relatively small group of operators who, with the assistance 
of the administration, were trying to monopolize the trade.** Atkin- 


“ [bid., 344. On February 7, 1865, the President, in response to a complaint from 
Grant, authorized him to annul any permits he considered injurious to military opera- 
tions. Lincoln’s last known intervention on behalf of an individual engaged in this 
trade was on March 13, 1865. Ibid., 268 n., 353. See also Official Records, Series I, 
Vol. XLVI, Part II, 915. 

* House Reports, 38 Cong., 2 Sess., No. 24, pp. 1-4, 209-14, and passim; Cong. 
Globe, 38 Cong., 2 Sess. 1349-54 (March 3, 1865); Williamson, Atkinson, 14-20; 


CONTRABAND TRADE DURING THE CIVIL WAR 641 


son’s compromise bill was passed by Congress only to be pocket- 
vetoed by the President. A few days later one of Atkinson’s col- 
laborators wrote him: “You can hardly imagine my disgust after you 
left at finding that old Abe had pocketed our Grand bill—I could 
have wrung his long neck! I suppose the cotton speculators around 
him were too many for him.”” 

The extent of the interbelligerent trade actually carried on during 
the last eighteen months of the war, and the methods employed, 
may be seen clearly in a critical theater, the Department of Virginia 
and North Carolina. From October 28, 1863, to January 9, 1865, 
the department was commanded by Major General Benjamin F. 
Butler, whose name became almost a synonym for contraband 
trade, with all its undertones of corruption and treason. Wherever 
Butler was, whether New Orleans or Norfolk, business boomed, and 
much of it was in the hands of his friends and relatives. There can 
be scant doubt that Butler profited personally from the trade, al- 
though he covered his tracks so thoroughly that he could never have 
been convicted in a court of law. But Butler had more to win than 
the profits from the daily trade. For one thing he was a resident 
of Lowell, Massachusetts, the heart of the cotton textile industry, 
and a stockholder of the Middlesex mills. Buying cotton from the 
Confederates would mean profits for the textile industry and would 
win him many wealthy and influential friends, the kind a politician 
needs, Furthermore, if properly controlled, contraband trade could 
be used to win new friends and reward old ones. To Butler, the war 
was a political and mercantile operation to be exploited for personal 
advantage.” 

Contraband trade in Butler’s department followed a fairly definite 
pattern. While supplies flowed into the Confederacy through many 
of the tidewater counties of eastern Virginia and North Carolina, 
commerce flourished most in and around Norfolk, and in the six 
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counties in northeastern North Carolina separated from the rest of 
the state by the Chowan River and Albemarle Sound.” These coun- 
ties were not effectively occupied by either side. Farmers came into 
Union lines to buy (they said) “family supplies,” a practice per- 
mitted by Treasury regulations. When the supplies had been bought 
the wagons went back through the thinly manned Union picket 
lines, across an ill-defined no man’s Jand, and then into Confederate 
lines, where the “family supplies” were disposed of. In the six North 
Carolina counties mentioned, the farmers often acted as middlemen. 
They raised almost no cotton, but a great deal of pork, a staple item 
in the southern soldier’s diet. The farmers bought cotton from the 
Confederates, sold it to northern merchants for salt, sugar, mis- 
cellaneous merchandise, and money, used the salt on their pork, and 
sold the meat to the Confederate commissary for more cotton.” 
Commerce was greatly assisted by trade stores set up according to 
Treasury regulations in the country between Norfolk and Albemarle 
Sound. The purpose of the stores was supposedly to sell family and 
plantation supplies to persons living within Union lines, but in fact 
they acted as depots for northern merchants and the Confederate 
purchasing agents who were the final recipients of much of the 
stores’ stock.” And in addition to this indirect trade there were 
direct transactions between the merchants and the Confederates. 
A much-used trade route ran from Norfolk through the Dismal 
Swamp Canal to Albemarle Sound, and thence up the Chowan River 
and its tributaries to Confederate-held territory. There was also an 
extensive overland trade between Elizabeth City and the Chowan. 
Most of this traffic converged at Murfree’s Depot on the Seaboard 
and Weldon Railroad, between the Meherrin and Nottoway rivers 
—well within Confederate lines. During the last months of the war 
this railroad carried a daily average of fifty bales of cotton to Mur- 
free’s and hauled back to Weldon, North Carolina, 10,000 pounds 
of bacon, together with other supplies, such as sugar, coffee, mo- 
lasses, and codfish. From Weldon the food was sent to Lee’s army 
on the Richmond-Petersburg front. Most of the sugar and coffee 
issued to that army after the fall of Fort Fisher came over the 
Seaboard Railroad.” Thus Grant was in the grimly ironic predica- 
The counties were Gates, Chowan, Perquimans, Pasquotank, Camden, and Currituck. 
* House Reports, 38 Cong., 2 Sess, No. 24, pp. 23-25, 123, 127. 
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ment of trying to defeat the Confederates by cutting supply lines 
over which food was flowing from Union territory in the rear of 
his own army. 

The best estimate of the importance of the Chowan trade comes 
from Confederate officials. When a North Carolina congressman 
complained that dealing with the enemy was demoralizing the peo- 
ple in the eastern part of his state, Commissary General Lucius B. 
Northrop replied that the “results in subsistence gotten for the 
Army [had] been so satisfactory” that the trade must continue, an 
opinion concurred in by Secretary of War James A. Seddon. 

Joining with Butler in the promotion of this trade was a wide 
variety of persons, ranging from high-ranking officers to obscure 
civilians. Among the leading figures were Brigadier General George 
F. Shepley, Colonel John W. Shaffer, Fisher Ames Hildreth, John 
B. Sanborn, Captain George H. Johnston, DeWitt C. Farrington, 
and George W. Lane. In the spring of 1864, Shepley, who had 
been military governor of Louisiana under Butler, was invited by 
his old chief to come to Virginia and “take care of Norfolk.” Shepley 
was then assigned to command the District of Eastern Virginia.” 
One of Shepley’s responsibilities was the issuance of military permits 
allowing goods to be transported through the lines, This task was 
handled by his adjutant, Captain George H. Johnston, who was 
brought before a military commission in the fall of 1864 on charges 
of corrupt conduct. Johnston offered to resign from the army but 
did not seem to be worried by the prospect. According to a local 
merchant, Johnston said that Butler would have to accept his resig- 
nation, because the General “‘was interested in all these permits.” 
Butler had given him the supervision of the trade stores, he con- 
tinued, and if necessary he could show “that General Butler was a 
partner in all these transactions,” along with Fisher Hildreth and 
George W. Lane.” 

Johnston’s resignation was in fact accepted, and not long after- 
ward he was running a thriving trade store at Coinjock, North 
Carolina, from which supplies were carried westward into the Con- 
federacy and sold for cotton. The ostensible proprietor of the store 
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was Charles C. Pool, who had only a 10 per cent interest, the rest 
being shared by silent partners, including Johnston and John B. 
Sanborn, whom Butler had made a special provost marshal in 
1863.” Capitalizing on his former position as adjutant, Johnston got 
permits from Shepley to ship goods to the Coinjock store, where 
they were then sold at a 25 per cent mark-up to merchants in Eliza- 
beth City, fourteen miles outside Union lines. Residents of the area, 
whom the store was supposed to serve, were charged exorbitant 
prices and were prevented from buying supplies more cheaply in 
Norfolk. The store was for their convenience, Johnston told them, 
and they could buy there or not at all.” 

There can be no doubt that Butler knew of Shepley’s conduct. His 
own chief of staff, Colonel John W. Shaffer, complained that a 
“ring” patronized by Shepley had such a tight monopoly of trade 
with North Carolina that Shaffer’s brother William had been un- 
able to make expenses. He spoke of certain businessmen who “own 
Shepley. They dine him and wine him and run him.” Shepley, he 
said, ‘‘and all those around him are after making money.” Butler’s 
esteem for Shepley, however, was undiminished.” 

The man local speculators believed to be closest to the throne 
was Fisher Ames Hildreth, Mrs. Butler’s brother. He had been 
associated with Andrew J. Butler (Benjamin’s brother), who had 
made a great deal of money at New Orleans, thanks to the Gen- 
eral’s benevolent assistance. Hildreth made it a practice to sell his 
influence with Butler. For example, the Baltimore firm of McKay 
and Riddle wanted to open a trade store in Butler’s department. 
Permission was readily obtained from the Treasury Department, but 
not from Butler. Treasury Agent Hanson Risley intervened with 
Butler on behalf of the firm, and was given to understand that mat- 
ters would proceed more smoothly if Fisher Hildreth was offered 
a share of the business. Riddle went to Hildreth, who accepted a 
50 per cent interest—giving him half the profits although he in- 
vested nothing. Within twenty-four hours McKay and Riddle re- 
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ceived a permit from Shepley to open a store at Bernard’s Mills.”° 

More ingenious was the way Hildreth procured an interest in the 
trade store at Ballyhack, Virginia. In September, 1864, a military 
commission convicted six merchants of trading with the enemy and 
sentenced them to pay a fine of $1,000 each and be imprisoned until 
the war was over. I'he commission’s sentence then went to Butler 
for final action. While his action was pending, Hildreth approached 
one of the convicted men, Charles Whitlock, and made him the fol- 
lowing proposition: If Whitlock would join Hildreth and James 
M. Renshaw, a Butler protégé from New Orleans days, in found- 
ing a trade store, Hildreth would get Butler to disapprove his sen- 
tence. Hildreth and Renshaw would put up a total of $10,000 in 
capital, and each would have a 40 per cent interest; Whitlock would 
put up $16,000 and have a 20 per cent interest—plus his freedom. 
Whitlock agreed and Butler remitted the sentence of imprison- 
ment.” 

Butler’s control over commerce was considerably enhanced late 
in September, 1864, when one of his political dependents received 
an important Treasury appointment. Most of Butler’s department 
fell within the Treasury Department’s Seventh Special Agency, 
which was under the direction of Supervising Special Agent Hanson 
A. Risley, who was on friendly terms with the General and seemed 
anxious that Treasury regulations meet with his approval. After 
the law of July 2, 1864, was passed, Risley told Butler that he 
(Risley) was authorized to buy cotton at Norfolk, but that if there 
was very much to be bought he would not be able to attend to it 
personally. Butler replied that he had already employed a cotton 
purchasing agent, DeWitt C. Farrington, and that Risley had better 
use him too. Risley did. But even though Farrington now became a 
Treasury agent, he continued to take his orders from Butler. During 
a two-month period Farrington collected $8,000 as his commission 
on cotton sales. Unfortunately, nothing else is known about his ac- 
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tivities; as is so often the case with Butler and his associates, key 
evidence is missing. More than twenty letters from Farrington are 
listed in the Seventh Special Agency’s register of incoming corre- 
spondence, but not one remains in the files.”* 

From the evidence available, there can be no doubt that a very 
extensive trade with the Confederacy was carried on in the Depart- 
ment of Virginia and North Carolina during Butler’s tenure of 
command. This trade was extremely profitable for northern mer- 
chants and their coadjutors, and was of significant help to the Con- 
federate Bureau of Subsistence. It was conducted with Butler’s en- 
-couragement, and a considerable part of it was in the hands of his 
relatives and supporters. 

An unusually complete picture of the way a fairly typical trader 
could sell supplies to the enemy is afforded by the business deal- 
ings of George W. Lane. Lane came from Boston to Baltimore in 
1861, presumably for business reasons. Little is known of his ac- 
tivities until mid-1863, when he initiated several transactions that 
eventually involved Butler, Lincoln, the War and Treasury Depart- 
ments, and many less important persons. 

In June, 1863, a lady, name unknown, came into Federal lines 
at Suffolk, Virginia. She said she was from the Chowan district of 
North Carolina and had come to Suffolk to arrange for the sale of 
1,200 bales of cotton belonging to people “loyal at heart to the 
United States Government.” The price was ten cents a pound, pay- 
able half in goods and half in Federal currency. Since Suffolk was 
being evacuated, the lady went on to Norfolk and put up at a hotel, 
where her bills were paid first by a generous captain and then by an 
equally generous major. In October, Captain Johnston, Shepley’s 
enterprising adjutant, told Treasury Agent B. H. Morse about 
“Mrs, X” and her proposition. His interest aroused, Morse sailed 
to Baltimore and conferred with Lane and with the collector of the 
port, who gave the two a letter to Secretary Chase. They went to 
Washington, saw Chase, and by early 1864 were in Norfolk, where 
they closed the deal with “Mrs, X,” agreeing to pay $500,000 for 
her cotton. Then they went to Beaufort, North Carolina, where 


8 House Exec. Docs., 38 Cong., 2 Sess., No. 3, p. 295; House Reports, 38 Cong., 2 Sess. 
No. 24, p. 177; Risley to B. H. Morse, December 18, 1863, Marshall (ed.), Butler Corre- 
spondence, III, 226; Mrs. Butler to Butler, May 7, 1864, ibid., IV, 172-73; Risley to 
Butler, July 19, 1864, zbid., IV, 516; DeWitt C. Farrington to Butler, September 22, 
1864, and related documents, ibid., V, 148-50; Farrington to Butler, October 6, 13, 
December 29, 1864, zbid., V, 224-25, 258, 451; Risley to Butler, November 29, 1864, 
ibid., V, 369-70. 
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their plan was approved by Treasury Agent David Heaton. During 
February several other contraband traders invested in the scheme.” 

In March, Lane appeared at Fortress Monroe to solicit the help 
of General Butler, who, through his omnipresent informers, already 
knew what Lane was doing. Since Lane had known Fisher Hildreth 
before the war, and since John B. Sanborn was one of those in- 
volved in the transaction, it is not surprising that Butler gave his 
assistance. On March 19 the General wrote to President Lincoln 
asking that Lane be allowed to take “plows, harrows, trace chains 
. .. and such supplies as cannot be of use to an army” to the Chowan 
country and bring back cotton, tobacco, and other products. He 
vouched for Lane’s loyalty and trustworthiness. Lane immediately 
took the letter to Washington, where he was able to see the Presi- 
dent on March 21. Lincoln obligingly wrote on Butler’s letter, “I 
approve the object of the within,” thus giving Lane the coveted 
open-sesame that made blockading squadrons and picket lines melt 
away.” 

Lane next bought the 180-ton steam tug Philadelphia for 
$18,000. By April 11 it was docked at Baltimore loaded with cargo 
and ready to depart, and Lane applied to the port authorities for 
clearance. According to the Philadelphia’s manifest, her cargo con- 
sisted of agricultural implements, dry goods, hardware, and other 
innocuous articles. Bills later seized from the vessel, however, re- 
vealed that she carried at least 4,435 pounds of sugar, plus smaller 
quantities of tea, molasses, and salt, all in great demand by the 
Confederate army.” 

Nevertheless, the Philadelphia was cleared, but then an alert 
provost marshal became suspicious, boarded the tug, seized her 
papers, and set a watch over her until he could get instructions from 
the War Department. Lane then secured new papers from the col- 
lector of the port, who had been privy to the venture from the be- 
ginning, On the afternoon of April 13 the tug was moored at a 
wharf, her boilers cold. Probably made careless by this, the provost 
marshal’s men allowed their attention to be distracted by a noise, 

* Statement of A. J. B. Hutchins, January 23, 1864, Marshall (ed.), Butler Cor- 
respondence, III, 329-30; Hutchins to Butler, February 2, 1864, zbzd., III, 358; House 
Reports, 38 Cong., 2 Sess., No. 24, p. 46. 
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(30 vols., Washington, 1894-1927), Series I, Vol. X, 163-64; Gordon Commission Re- 
port, p. 49. 


“ House Reports, 38 Cong., 2 Sess. No. 24, pp. 16, 43, 48-53, 154; Affidavit of 
George W. Lane, January 18, 1866, Marshall (ed.), Butler Correspondence, V, 577-79. 
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went around the corner to investigate, and at that moment another 
tug came up and towed the Philadelphia out of the harbor. Lane 
steamed down the bay, probably picked up two additional barge- 
loads of goods in the Potomac River, and proceeded to Old Point, 
Virginia.” 

On May 4, Butler gave Lane a pass to go to the Chowan River 
with the merchandise specified in the letter endorsed by Lincoln, 
and to bring back cotton, tobacco, and other products. Lane also re- 
ceived permits from the Treasury agent and the commanding gen- 
eral at New Bern, North Carolina, doubtless by displaying the 
Butler-Lincoln letter. He probably had a permit also from Hanson 
A. Risley, as well as a document that purported to show that the 
War and Treasury departments approved of his expedition.** Lane 
certainly expected that this impressive collection of documents would 
clear a wide path to the cotton country. 

Early in June, Lane contracted to buy 7,610 bales of cotton from 
one James G. James of North Carolina. James agreed to deliver the 
cotton to any point on the east (Union) side of the Chowan River 
if Lane could guarantee him against molestation by Union author- 
ities. Lane said he could, and the contract was concluded. The PhAil- 
adelphia steamed south soon after the contract was made. On June 
15 she was stopped by the U.S.S. Mattabesett. Captain Melancton 
Smith examined Lane’s papers and informed Admiral Samuel P. 
Lee, commanding the North Atlantic Blockading Squadron, that 
while Lane had passes from Lincoln and Butler, he was bound for 
Edenton, North Carolina, which Smith considered to be outside 
Union lines. Lee replied that Lincoln’s pass must be respected and 
then reported his action to Secretary of the Navy Gideon Welles.” 
“Tt was,” Welles commented, “a little, dirty, speculating intrigue, 
initiated as early as last March, in a letter from General Butler 
addressed to the President.”** Welles issued orders prohibiting Lane 
from trading in the Chowan country and sent a ship after the 
Philadelphia.” 

Lane reached Edenton on June 21, three days before those orders 
were issued. The U.S.S. Otsego was stationed at Edenton, but her 
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commander, having been informed on June 22 of Admiral Lee’s 
orders, allowed him to proceed with his business.*’ On June 27, how- 
ever, the Treasury agent at Edenton, in a rare but refreshing display 
of honesty, informed Captain John P. Bankhead of the Ozsego that 
Lane was selling his cargo to an agent of the Confederate govern- 
ment. “It is out of my power to carry out the trade regulations,” the 
Federal agent said, “. . . and very respectfully ask if you will have 
Mr. Lane report to you with steamer Philadelphia, that you in your 
good judgment can properly dispose of the case. The goods com- 
prised bacon, coffee, sugar, and whiskey.””** 

As a result Lane was remanded to the custody of the provost 
marshal at Roanoke Island and fined $2,000. Then John B. San- 
born and, apparently, Agent Risley interceded with Butler on Lane’s 
behalf, with good effect. His fine was remitted, the Philadelphia 
(which still contained nine tenths of her original cargo) released, 
and Lane compensated for the losses caused by the interruption of 
his trip. He resumed his activities at once and made several trips 
south in the fall of 1864, not, however, in the Philadelphia.” 

Lane’s last expedition began in December, 1864, and ended with 
his arrest, which touched off a congressional investigation of contra- 
band trade. Since the interference of the navy had prevented Lane 
from disposing of the bulk of the Philadelphia’s cargo, he enlisted 
the help of two men, James Holliday and Logan Hurst, who had 
Confederate contacts. Holliday, whom Lane had promised to pay 
five cents for every pound of cotton he bought, went to North Caro- 
lina and contracted with a Confederate officer to exchange cotton 
for sugar, molasses, coffee, and candles. Hurst, who had negotiated 
the James contract, was to accompany Lane on the Philadelphia. He 
was reluctant to do so, however, since he had recently been con- 
victed of trading with the enemy. His sentence was still pending and 
he was afraid of receiving a long jail term. Lane overcame his ob- 
jections by saying that Fisher Hildreth was his (Lane’s) partner 
and would see to it that Butler disapproved Hurst’s sentence, which 
Butler later did as far as the prison term was concerned.” John T. 
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Daniels, a local merchant, was also invited, but declined because he 
had been in serious trouble with Butler the previous summer. “I 
felt very cautious about going in business,” he said later. “General 
Butler being interested, as I thought, in the contract, I presumed 
[he] would send me out of the department [if I did so].”” 

Besides the usual assortment of letters, permits, and endorse- 
ments, Lane had a contract from Farrington, Butler’s compliant 
Treasury agent, to buy Lane’s cotton, as provided by the law of 
July 2. Sailing on the Philadelphia was Thomas Upton, Farring- 
ton’s agent, who was supposed to see that Treasury regulations were 
observed. The Philadelphia left Norfolk on December 19, steamed 
to Albemarle Sound and thence up the Chowan to the Nottoway 
River, where a guard of Confederate soldiers came on board. Then 
the tug went up the Nottoway to the vicinity of Murfree’s Depot, 
where on January 9 its cargo of salt, sugar, molasses, boots, shoes, 
and other articles sorely needed by the Confederate armies was 
delivered to Confederate officers in exchange for 121,700 pounds of 
cotton.** During the transaction there was quite a convivial gathering 
on the Philadelphia: Hurst, Lane, Treasury Agent Upton, Captain 
White of the Confederate army, and others. White had a few 
drinks with his old acquaintance Hurst, who introduced him as “my 
friend Captain White.” Hurst was later asked by an incredulous 
(and naive) congressional committee if the others knew that White 
was in the Confederate army. Hurst said he supposed they did; “he 
had ona rebel uniform.””*” 

Meanwhile word had reached the Union navy that the PAiladel- 
phia had slipped up the Chowan, and on January 10 the tug was 
stopped on its way out by the U.S.S. Valley City. Lane and Upton 
displayed their passes, permits, and contracts, but to no avail. The 
captain of the Valley City put a prize crew on the Philadelphia and 
took her in tow. Admiral David D. Porter, the new commander of 
the North Atlantic Blockading Squadron, ordered her sent into port 
as a prize of war.” 

By the time the Philadelphia was captured, Butler had been re- 
moved from command at Grant’s request (January 9). A few days 
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later the War Department ordered Grant to investigate a vast con- 
traband trade that was said to be carried on from Norfolk. Major 
General Edward O. C. Ord, Butler’s successor, suggested a military 
commission headed by Brigadier General George H. Gordon, whom 
he described as “shrewd and fond of such hunting.” Grant approved 
Ord’s plan. Gordon had once been a Butler supporter but had 
changed sides, and he was now scarcely a model of impartiality.” 

The Gordon commission sat in Norfolk for some two months and 
gave the speculators a lively time. Fisher Hildreth and Captain 
Johnston managed to get out of town, but several others, including 
Lane, were arrested, put under heavy bond or thrown into jail, and 
grilled by the relentless Gordon. Even General Shepley did not 
escape. Mrs. Butler wrote Hildreth that Shepley “behaved like a 
crazy man” before the commission and “said that he had nothing 
to do with it, that you had run the department.’”** Charles Whitlock, 
in a petition which he sent to Lincoln, said that Gordon took him 
aside and assured him that if he told everything he knew about 
contraband trade he would have nothing to fear, that the commission 
was not interested in the traders themselves but in the military au- 
thorities who stood behind them. When Whitlock professed igno- 
rance, Gordon called him a “damned liar” and placed him “in close 
confinement in a loathsome, filthy prison, overrun with vermin.”” 

The final report of the commission recommended that eleven of 
the traders and their associates be tried for violating the Act of 
July 2, 1864. It is probable, however, that they were merely con- 
fined to the city of Norfolk for the few remaining weeks of the war. 
Butler must have intervened on behalf of the speculators, for he 
made an appointment to see Lincoln on the morning of April 11, 
and on that same day the President wired Gordon for a full ex- 
planation of the arrest of Lane and the others.** So far as is known, 
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Lincoln took no further action during the few remaining days of his 
life. 

As for the Philadelphia, she was taken to Washington and libeled 
as a prize of war by the United States. The Supreme Court of the 
District of Columbia, sitting as an admiralty court, found that the 
voyage had been lawful and ordered the vessel returned to Lane. 
The cotton, however, had been removed. Early in 1866, therefore, 
Lane petitioned the Court of Claims for damages, alleging that the 
government had not fulfilled its contract to buy his cotton. With 
some help from Butler, he won a favorable decision, but the govern- 
ment appealed and secured a reversal by the Supreme Court. War, 
said the court, interdicts trade with the enemy unless such trade is 
explicitly authorized by law. Congress had never passed such a law; 
hence the Treasury Department’s contract with Lane was invalid and 
the government could not be held liable for failing to complete it.” 
The decision was good law and good sense. Unfortunately, it came 
too late to save the lives sacrificed in a war unnecessarily prolonged 
by the contraband trade. 
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